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ADVISORY

in the interest of providing Unitholders and potential investors of
Canadian Oif Sands Trust {the TTrust” or "Canadian Qil-Bands™) with
information regardirg tha Trust, including management’s assessment
of the Trust’s futire pioduction and tost estimates, plans and Syncrude
operations, certain statements throughout this annual report cortain
“forward~iooking statements” under applicable’ secyrities  law.
Forward-looking stataments in this annual report include; but ams not
irited to, statements with respect to: the expectation that crude oil
prices witl strengthen in future and-in particular, will rise by the end of
2009; Syncrude s resource base witl provids a long-life cash generating
asset base, the expectation that we bave the ability to substantially
grow production at Syncrude through controlled expansions; Syncruds
being able to produce oif at 350,000 barrels per day ("bpd”) for decades;
plans with respect to the refinancingof $500 milion of debt in 2009,
the belief that distributions will more closely reflect cash from operating
activities, net of sustaining ard certain growth capital requirements ang
the expectation that accardingly: distributions will mors closely retlect
business conditions, especially crude off prices: plans regarding having
a net debt target of §1.8 billion by 2010; olans to convert toa corporate
structure in 2011 as a result of the federal trust taxation: the Daliet and
plans regarding improved reliability and lower costs as well as overail
improved operations at Syncrude’ lowing. from the Management
Services Agresment betwesn Synorude Canada and Imperial Oil; the
expeciation that using contractors will increase bitumen supply and
ultimately imprave blending feed and volumes to the extraction plants;
the expectation that 1f produation volumes are increased, operating
costs will decrease; 1he belief that with low crude oil prices and less
develogment, natlUral gas costs will decrease as will labour and other
casts with the current economic downturn; the expected levals of
mamntenance capital and growth capital over the next few years: the
expectation to grow proddction to 350,000 bpd and eventualty to
500,000 bpd; the expectation of achisving the prodisction design rates
from Coker 8-3 and Stage 3; the actual recoverable amounts from any
ressrves of resources; the bellef that demand for our synthetic crude ol
product will grow and that it will bepefit both our revenues and cost
structure; the expectedinvestments and costs relating to environmental
legislation and reguiations; the proposed reduction in sulphuy dioxide
arud other emdssions; the sxpectation that Syncrude will continue to
develon batter and more sustainahle praclices; the short-term and
long-term goals for cperations, growth, distributions and the business
envirgnment; the expected improvement in snergy efficlencyy the
productive capacity that can be gehieved i the futurs; the expectation
that production can be increased by 22% from 2008 Ly reaching
design capacity; the quality of Syncrude’s izases; 1w plens to reduce
arissions to less than 80% of current approved ievais through the
Syncruds-Emissions: Redustion project; the belief that Byocrude can
add production more easily and cheaper than a greenfield operations;
the plans for 2009 with regards to tumarounds and maintenance; the
expsctation of chesper and more technologically advanced operations
flowdng from the agreement with Imperial Ol regarding Kearl Lake and
Syncrude’s mine retocations; the expected timing. and associated
production impact of coker and gther unit turnarounds in 2009; the
expactsd revenues, operating costs and cash fror operating activities
for 2009; the anticipated impact that certain factors such as natural gas
and ol prices, foreign exchange, operating costs and Crown rovalties
bapee onn the Trust's cash from coerating sctivities and ret income: and
the expecied capital expenditures in 2009 and beyond. You are
cautoned not (o place undue reliance on forward-lpoking staterments,
as thera can be no assurance that the plans, inteotions or expectations
upon which they are based will ocour By thelr nature; forward fooking
statemerts involve numerous assumplions, known and unknown rigks
and uncertainties, both gerieral and specific, that contribute to the
possibility that the predictions. forecasts, projections and other
formard-icoking statements will noboccur. Although the Trist believes
that the expectations represented by such forward-looking statements
are reastnable, there can be no assurancs that such expectations
Wil prove-to be correct. Some of the rsks and ather factors that
could cause resuits to differ materially from those expressed in the
forward-locking statements contained in this armualreportinciude, but

are not Himited 1o the supply and demand metics for oll and
natural gas; general ecoromic, Business and market conditions
and i particular. the impact of the current downturn-in the: -
eoonomy sad the length: of 'such economic recession: risks
imtrerant to the opsration of any large: complex refinery units,
aspecially tre intrgration between mining operations and an
upgrader facility; regulatory. changes which may impact the
penalties on greenhouse gas emitters, labour shortagss and the
productivity achiaved from labowr In the Fort MoMuray ares; the
impact of technology on operations and processes and how new
complex technology may not perform as expacted: currendy and
interegt rate fluctuations; the availability of pipeling capacity;
changes in business strategy; the availability and price of energy
sommaodities; requiatory decisions; the effects of competitionand
pricing pressures; shifts in market demands; changes in lawsand
reguiations inchuding environmental and regulatory laws; potential
increases incosts; tming of con pletion of capital ot mainterance
projects: the avalability of adequate levels of insurarcsivarious
events which could aisrupt operations noluding severe weather
conditions; technological changes and management retention and
development; such other risks and uncartaintiss descrbed from
time to tme i the reports and fings made with senunties.
reglatory authorities by the Trust, including those cutlined in the
Managernent’s Discussion and Analysis in this annual report and
the assumptions: outlined In the guidance for 2008 actually
ooouring. You are cautioned that the foregoing list of important
factors is not exhaustive. Furthermore, the forward-looking
statements contained in this annugl report are made as of the
date of this annual report and unless required by law the Trust
does not undertake any abligation fo update publicly or to revise
any of the included forward-looking statements, whether as a
result of pew infonmation, future ‘sventsior otherwise, The
forward-togking statements cortained in this annual repart are
axprassly qualified by this cautionary statement. In any reference
o resources in this annual report; there is no certalnty that any.
partion of the resources will be thscoversel. I discovered, there i
o certainty: that itwill be commergially-viable 10 producs any
potdon of the resources. Unless otherwise specifisd. all dollar
amourts are expreszad: in Canadian dollarg, all references to
“dollars” or “$" are to Canadian dollars and all references 10 “Li8:8°
are o United States dellars. g

NON-GAAR FINANGIAL MEASURES

in this MDEA we refer to finarcialneasures that do nothave aoy
standardized meaning 4 presorbed by Canadian  generally
sncepted accounting principles ("GAAP™. These norni-GAAP
financial measures inchude cash fram operating activities ona per
Unit' basiz, net debt, total capitalizatan, refrn . on average’
Unitholder squity, return on avarage productive capital employed,
and cértain per barret measures. Cash from operating activities
per Unit is calculated as vash from operating activities reported on
the Trust’s Consolidated Statement of Cashi Flows divided by the -
welghted-average number of Urits outstanding in'the period. This
measure isan indicator of the Trust's capacity 19 fund capital
expendibues, distributions, and otherinvesting activities without
incremental financing. In addition, the Trust refers to vanous per
barret figures, such as nat realized seliing prices, operating costs
and Crown royalties: which also are considersd non-GAAP
measwres, but provide meaningful infarmation on'the performance
of the Trust. We derive per barrel figures by dividing the relevant
revenue or cast figurs by our sales net of purchasedierude ol
volumes i a pericd,

Neon-GAAR Hinancial measures provide additional information
that we believe 15 maaningful regarding the Trust's operational
performance, itg Hguidity and its capacity to fund distributions,
capital sipenditures and other mvesting activities,, Users ars
cautionad that nan-GAAP financal measuss presented by the Trugt
may not be comparable with msasures providec by othar entities,




Front cover photo We possess a valuable
resource. Syncrude’s oil sands deposit should
enable us to grow production to more than
500,000 barrels per day and produce at that
rate, with virtually no decline, for decades.’

In total, Canada’s oil sands hold 173 billion
barrels of crude oil, ranking second only to
Saudi Arabia in global oil reserves.

! See the “Reserves Data and Other Information”
section of Canadian Oil Sands’ Annual information
Form (AIF) dated March 13, 2009.

Corporate Profile

Canadian Oil Sands Trust is the
definitive investment in the ol
sands. With a 36.74% interest in
the Syncrude Project, we are the
only pure play on an asset that
epitomizes the best attributes of an
oil sands investment: high-quality
leases, a track record of successful
operations, a sustainable approach
to the development of our

long-life resource and a product -
nigh-quality, light, sweet crude

oil - that is essential to the global
economy. As an open-ended
investment trust, Canadian Oil
Sands has been generating income
from its Syncrude interest for our
nvestors since 1995, We are listed
on the Toronto Stock Exchange
under the symbol COS.UN.
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SUPERIOR QUALITY  With large, bitumen-rich
leases located in the sweet spot of the Athabasca
olf sands deposit and a fully integrated upgrading
facility that produces 100% light, sweet crude oil,
the quality of our Syncrude asset is exceptional,

THACK RECORD  Syncrude is an experienced oil
sands operator, producing a high-quality crude oil
for the past 30 years. Its track record is bolstered
by the expertise of Imperial Oil and ExxonMobil to
support improving operational performance and
project expansion into the future.

DISTRIBUTIONS PER QUARTER
(% per Trust Unit)

TOTAL UNITHOLDER RETURNS
(Capital appraciation + reinvestment
of all distributions/dividends)

Value of $100 invested on December 31, 2003

Q

% Annual
Return

Canadian Oif Sands Trust
W S&P TSX Energy Trust
N S&P TSX Composite Trust

SNDABLE  Syncrude's high-quality crude ol
resource provides a solid, fong-life cash generating
asset base. Capadian Oll Sands strives to protect
the long-term value of our asset through efficient
capital management and a strong balance sheet.

SUSTAINABLE Syncrude employs practices

to support the sustainable development of its
resource. [t invests in new ways 1o reduce its
impact an the environment and build relationships
with the communities in which it lives and operates.

ERSENTIAL  Crude oil is a major source of
energy for the world and Canada's oil sands are a
significant, growing and secure source of supply.
Ag an owner of one of the largest producers in
the oil sands, Canadian Ol Sands offers upside
axposure to rising crude oil prices.

CASH FROM OPERATING ACTIVITIES
VS GAPITAL EXPENDITURES
(& miflions)

W Cash from Qperating Activities
Capital Expenditures

1 Based on January 28, 2009 Qutiook




2008 Highlights
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FINANCIAL {8 millions, w;mm par Trust Unit ammmm}

ases and transporta

Net incorme 743 105
Per Trust Unit, basic 1.55

1.54 105

Per Trust Unit, diluted )
Cash from oper;‘a%‘.émg activities 1,377 88
Per Trust Unit 2.87 62
Linithole 7

Per Trust Unit
RATIOS
Net debt to cash from opers
Net debt to total capl
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President’s Message

DEAR UNITHOLDER: The pe
turbulent for Canadian Ot Sands, a
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market overall. During the first nine months of 2008, crude
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production & 1009% upgraded light,
none of it is currently hedged, Our Syhisrudes Prolectis an
Hon, with a cos xthat reflec
orical investment and operating experience
ands. Syncrude hag capacity designed to
produce 350,000 barrels per day for decades, based on
an independant reserve evaluators 2008 estimate of
resarves . Furthermors, we have the ability to
substantially grow production.
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A PRUDENT FINANCIAL PLAN Canadian Oil Sands
entered 2009 in a solid financial position. Benefitting from
strong crude oil prices during most of 2008, we reported
cash from operating activities of $2.2 billion ($4.66 per
Trust unit) and net income of $1.5 billion ($3.17 per Trust
unit), increases of 63% and 105%, respectively, over
2007. We returned $3.75 per Unit to our investors, or
92% of our cash from operating activities less capital
expenditures. We achieved this while maintaining a strong
balance sheet with net debt of just under $1 billion at the
end of 2008 and a net debt to total capitalization ratio of
20%, largely unchanged from the prior year end.

Our task now, as we navigate through the economic
downturn is to maintain cur balance sheet strength
with an immediate objective of enhancing our liquidity
position and financial flexibility in light of tight credit
market conditions and low oil prices. We have about
$500 million of debt maturing in 2009, which we plan to
refinance through draws on our $840 million of credit
facilities, or by issuing new long-term debt. Distributions
during this period will likely more closely reflect our
expected cash from operating activities, net of capital
requirements; as such, the payout must reflect business
conditions, particularly crude oil prices.

We believe a net debt target of $1.6 billion by the end of
2010 is an appropriate capitalization level in anticipation
of converting to a corporate structure. This target should
allow tax pools to rise to an estimated $2 billion, which
would help defer the payment of cash taxes when trust
taxation takes effect in 2011; however, this net debt target
must be achieved without significantly increasing business
and liquidity risk. The $1.8 billion net debt level amounts
to approximately two times our estimated cash from
operating activities in a crude oil price environment of
about U.8.$50 per barrel.

SYNCRUDE FOCUSED ON RELIABILITY With

a prudent financial plan in place, our success should
reflect the performance of Syncrude’s operations. The
Management Services Agreement (MSA} with 25% owner,
Imperial Oll, which in turn is associated with ExxonMobil,
is directed at improving operational reliability. The goal

s vohuane geins, lower opsrating costs and more
afficient snargy use.

Unfortunately, our operational performance in 2008 was
below expectations. Syncrude produced 105.8 million
barrels, averaging 289,000 barrels per day, at a cost of
$35.26 per barrel. In 2007, Syncrude produced 5.5 million
barrels more, at roughly $10 less per barrel. Production
and costs during 2008 were affected by two planned
coker turnarounds, constrained bitumen production and

an operational upset during the first quarter. We believe
the upset was caused by an instrumentation failure, which
was exacerbated by very cold temperatures, leading to a
disruption of several operating units.

The M8A is a comprehensive, long-tarm approach
whose benefits should be realized over the coming
years, as new systems and processes are integrated
into the exdsting Synorude pperation. The objective is
to reach design capacity of 350,000 barrels per day by
the end of 2010. We continue fo be constrained in our
capacity to produce bitumen so we must improve the
reliability of our mining and extraction processes. In
addition to a targeted maintenance program, we are
expanding our mining equipment fleet and employing
contractor services to accelerate overburden removal
and expose more oil sands ore; this should optimize
blending and increase feed volumes to our extraction
plants. In upgrading, we plan to make modifications to
Coker 8-3 as part of its scheduled turnaround in the first
half of 2009. Coker 8-3 came into operation as part of our
Stage 3 expansion, and these modifications should help
increase the time it takes for coke residue to accumulate
within the vessel, thereby resulting in an improvement to
yield and expectations for run length.

Reducing per barrel operating costs is primarily a function
of increasing production volumes. Most of our operating
costs are fixed so the higher the volume we can process,
the lower our operating cost per barrel should be. Over
the past few years, we have experienced significant

cost inflation as a result of the increase in crude oil prices
and the rapid escalation of activity in the oil sands sector.
We helieve cosis will begin to moderate with the
decling in commodity prices and the resuiting
stowdown in development. The cost of energy-sensitive
consumables, such as natural gas, has already declined,
concurrent with the decrease in crude oil prices. Our
largest cost component, however, is labour and we
expect these costs to moderate more slowly.

Syncrude is in the design and front-end engineering
phase of its next two expansions; fortuitous timing as
we gan progress with our growth plans without having
1o incur the large capital costs associated with the later
construction phases. The cost to sustain our existing
operations. however, is expected to ramp up over the
next few years as we construct several large infrastructure
and environmental projects. In addition to the Syncrude
Emissions Reduction (SER) project to reduce sulphur
dioxide emissions, Syncrude will relocate four mining
trains. As mining progresses across a lease, the mining
and extraction facilities must be relocated to maintain



efficient haul distances. Synorude’s owners and bnperial
{4 have agreed to cooperats on the sngineering and
wrolect execution for these mine Waln designs and
moves. This should allow Synorudes 1o bensefit from
Imperial OiF's experience on the Kear! Lake project, and
1o incorporate now technology into our mine traln
retacations, As well, the same team will be executing this
work at both Syncrude and Kearl Lake. The resuit should
be better, larger capacity systems and a potential cost
savings from efficient execution.

In 2008 Syncrude’s owners reached an agreement with
the Alberta government on amended Crown royaity terms
for the Syncrude Project. In addition to the benefit of
having clear terms, we believe there is value in Syncrude
moving to a bitumen-based royaity rather than one based
on synthetic crude oil. This change became effective
January 1, 2009.

IS THIS DIRTY OIL? An organized, well-funded
campaign against the oil sands is underway to brand

us as “dirty oil”. Like all energy businesses, oil sands
development does have environmental impacts, but our
mitigation efforts are not well understood by the public
and the industry may not have communicated effectively
about the issues. Several oil sands producers, led by their
CEQOs ~ myself included ~ are working to change that.

We believe we need to foster a more balanced discussion
about the development of Canada’s oil sands. | would
encourage you to voice your opinion and hear what others
are saying by visiting www.canadasocilsands.ca.

O sands devslopment is condrolied by sivict,
government-approved environmental standards that
are among the most comprebensive in the world In
fact, the environmental and social responsibility record of
Canada’s oil sands producers compares very favourably
with other sources of crude oil for the U.S.

 would personally like to address some of the
misconceptions that we hear frequently concerning
our impacts on the land, water and the air.

it is often reported that oil sands development is destroying
huge swaths of Canada’s boreal forest, affecting an area
the size of Florida, In fact, oil sands mining is expected

to disturb 0.1% of Canada’s total boreal forest — about
one-third the size of the city of Edmonton — and the
Alberta government requires that industry reclaim and
return that land to a productive state.

A second misconception is that the oil sands are damaging
the Athabasca River; however, there are strict limits on
the amount of water that can be withdrawn and these
limits consider the seasonal flow of the river. Furthermore,

e

regular monitoring by the Alberta government shows no
impact on either ground or river water quality. Interestingly,
bitumen has been seeping naturally from the banks of the
Athabasca River for thousands of years.

Perhaps the most damaging misconception is the oil
sands’ impact on global warming. The oil sands account for
only 0.1% of global emissions. And while the oil sands are
criticized for emitting three times more carbon dioxide (COg)
than conventional crude oit from Saudi Arabia, when the full-
life cycle of emissions is taken into account, oil sands crude
oil is only 15% more intensive than Saudi light. We also
compare favourably with other sources of U.S. crude oil,
including: Venezuela, Mexico, iraq and even heavy thermal
it from California. That
is because oil sands
crude oil, although
emitting more during the
production phase, has
lower refining and
transport emissions.
The most significant
contribution to
grmnissions ~ arpund
BEY - s from the
actual conswmplion of
the orpde il by the
et user, largely for
ransporiation. An
effective climate change
policy must look at the
full picture.

CO, Emission Life Cycle Analysis
(kg CO2E tonnes per barrel)

Canadian Synthetic Crude Oil Blend

Source: Canadian Association of Petroleum Producers,
study by Tom McCann, 2001

Oil sands operators recognize we must try to do more
to improve environmental performance. The industry is
investing in the development of new technologies, such
as carbon capture and sequestration, to reduce the net
release of CO,. The industry has already significantly
reduced CO; emissions on an intensity basis, reporting
an impressive 27% decline since 1990 leveis.

The Alberta government requires large emitters to reduce
their CO, emissions intensity. Syncrude’s CO, emissions
intensity in 2007 was 11% lower compared to Alberta’s
CO, benchmark of 2003 to 2005 (data for 2008 is not

yet avatlable), Our aim is to continue making progress in
this area by improving energy efficiency throughout the
facility. We also are investing $1.8 billion for the
Syncrude Emissions Beduction (BER) project that is
designed 1o reduce sulphur compountd emigsions by
approximately 60% from cuent approved lovels when
sumpleted in about 2011, ExxonMobil is providing the
project management expertise for this undertaking.



in the area of land reclamation, we are collaborating with
other oil sands producers to explore new technologies for
tailings management. Tailings ponds are settling basins
that contain water from the exiraction process. They also
are an active part of the operation, enabling Syncrude

to recycle the water for use in its operation. Syncrude
recycles 80% of its water usage. The ponds contain
water, sand, clay and residual hydrocarbons, all naturally
occurring in oil sands deposits, though at higher
concentration due to the high water recycle ratio. The
clays in the water take a very long time to settle, making
reclamation of the ponds a decades-long process. The
technology Syncrude and others are developing is
directed at speeding up this process.

Syncrude’s environmental performance in 2008 was
marked by a high and a low point. Early in the year

we became the first oll sands operator 1o recaive
ceriification from the Alberta government for
raciaimsd land. About 104 hectares of land disturbed

by our operations was reclaimed and returned to the
province in its productive state. Then a few months

later, we experienced a major disappointment when

a flock of waterfow! landed on one of our tailings ponds
and drowned. The Province of Alberta and the federal
government have charged Syncrude with offences related
to this incident. In an effort to prevent such an occurrence
from happening again, Syncrude has improved its
deterrent mechanisms. The incident is unacceptable

and we are deeply sorry that it occurred.

Demonstrating to the world that the oil sands is a
sustainable, responsible business is crucial because of the
resource’s potential. Canada’s off sands offer the world
a secure, long-ife and growing supply of cruds oil.
Currently, the ol sands represent 45% of Canada’ total
orude ol supply. Much of that supply is exporied to the
UU.S., with Canadian oil representing 17% of U.S. imports.

STRONG FUNDAMENTALS FOR CRUDE OIL

Crude oil is an essential commodity. The U.S. Energy
information Agency acknowledged that crude oif will
remain the world’s main source of energy for many years
to come, even under the most optimistic expectaticns for
new technology development; however, the crude oil
business is becoming increasingly challenging. Adding
new supply is a relentless struggle against reservoir
decline rates and surging costs. The cost to find and
develop a conventional barrel of crude oil between

2000 and 2007 more than quadrupled to $18 per barrel
from $4 per barrel. It is a business that requires
substantial investment, which the current economic crisis
will only exacerbate. While the market is focused on

short-term demand weakness, the real problem — and our
opportunity - is long-term declining supply. Crude oil
prices will continue to be volatile, but | believe the trend is
toward rising prices over the longer term.

The value Canadian Oil Sands offers is upside leverage 1o
increasing crude oil prices. As the definitive investment in
the oil sands we offer:

» Current design capacity for Syncrude to produce
350,000 barrels per day of fully upgraded, light, sweet
crude oil for decades with virtually no decline.

» No large capital commitments for growth projects
on the immediate horizon. Our next expansion is a
debottleneck of the existing facilities, which shouid
enable us to bring on incremental production more
easily and at a lower cost than a greenfield expansion.

* A strong balance sheet, which enables us to execute
our long-term development strategy.

* Potential for an improved operation and cost
structure through a coordinated, managed strategy
o increase reliability.

* The capability to increase production by 22% from
2008 levels by achieving the current design capacity
of our Syncrude facility, the revenue from which largely
flows to our bottom line.

| believe the merits of investing in our Trust and the
outlock for our industry are very compelling. The
challenges we must manage over the near to mid-term
are the weak credit market, depressed crude oil prices
and the need to improve public perception of our
business. Gaining the public’s rust will come Hwough
cur commitment 1o responsible development and
demonstrated improvement in environmerdal
parformance. | am confident that new technology

and improving practices can lead {o better performance,
both in terms of the environment and operations.

in closing, | would like to thank our team, which includes
the dedicated professionals who support me at Canadian
Qil Sands and our Board of Directors for their guidance.

| also deeply appreciate the efforts of the people at
Syncrude Canada. Building on 30 years of operating
history, it is their dedication, perseverance and innovation
that will extend our established track record of improving
operations and environmental performance.

{signed) “Marcel R. Coutu”
President and Chief Executive Officer
February 26, 2009



Performance and Plan

Missed guidance
s Disruption in operations during Gt 2008
e Constrained bitumen supply

- $26.83 $35.26 x | Perbarrel operating costs up

. = Higher volumes of overburden removed and

increased use of contractors to support this

i activity

e Unbudgeted bitumen purchases

e Additional costs associated with the
operational upset in Q1 2008

e Higher natural gas prices and consumption

o | ower than anticipated production
{as aggregate operating costs are largely fixed,
per barrel operating costs are affected by
variances in production)

$3.24 $4.66 ¢ Exceeded original guidance

e Higher revenues reflecting higher than expected |
realized selling prices for our crude ofl, netof
increases in operating expenses, Crown royalties
and changes in non-cash working capital :

$279 %281 ¢ Essentially on budget

= Expenditures primarily related {o sustaining
capital and the Syncrude Emissions
Feduction (BER) project

$99.75

-$2.50 $1.94

$7.00 | $7.66

- $1.00 $0.94

| *2008 Cash from Operating Activities Sensitivities & & millions Snit
Syncrude operating cost decrease {Cdn $1.00/bb) $ 38 $ 0.07
Synerude operating cost decrease {Cdn $50 § 15 $ 0.03
W crude oif price increase (U.S. $1.00/bbh g 41 $ 008
Synerude prodguction increase (2 milion vols) $ 33 $ 007
Canadian doliar weakening (1.5, $0.01/Cdnd) & 24 $ 0.05
/ % 16 $ 003

) natural gas price decrease (Gdn $0.50/G.0)




40-44 ¢ Planned turnarounds of Coker 8-3, the LC-Finer and the Vacuum Distillation Unit
» Reliability challenges in the mining and extraction process
Mid-point
of 42.3
$30.76 * Higher estimated production
s | ower anticipated natural gas prices
s Use of contractor services to improve bitumen supply
$1.55 s | ower crude oil prices expected in 2009
» {ower Crown royalty
$440 ¢ Primarily relates to expenditures to sustain the existing operations, such as replacing equipmernt
* New spending on several large environmental and infrastructure projects, which include the
Syncrude Emissions Reduction (SER) project ($150 million budgeted in 2009)
$50.00
-$4.00
$6.00
$0.825

1 2008 Qutiook as at January 30, 2008, based on the Trust's 36.74% Syncrude interest.

2 2009 Qutlook as at January 28, 2009, based on the Trust's 36.74% Syncrude interest.

3 The Trust's sales volumes may differ from iis production volumes due to changes in inventory, which are primarily in-transit pipeline volumes, and
are net of purchased crude oil volumes.

4 Non-GAAP measure.

5 An opposite change in each of these variables will result in the opposite cash from operating activities impacts. Canadian Oif Sands may become
subject to minimum Crown royalties at a rate of 1% of gross bitumen revenue. The sensitivities presented herein assume royalties are paid at
25% of net bitumen revenue.
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Areqs of Strategic Focus

110

I

@

®

®

Maintained net debt level under $1 billion with year-end
net debt to total capitalization of 20% and $840 million of
available liguidity from bank credit facilities

Reported net income of $1.5 billion {$3.17 per Trust Unit)
Reached cash from operating activities of $2.2 billion
{$4.66 per Trust Unit)

Achieved return on average productive capital employed
of 34%

Paid out $1.8 billion, or $3.75 per Trust Unit, in
distributions ~ an increase of 127% over 2007

Reduced fourth quarter 2008 distribution in response to
declining crude oil prices and credit market conditions

*

Cornpleted a maintenance program that included two
coker turnarounds and hydrogen plant modifications
Production of 289,000 barrels per day was below plan
of 315,000 barrels per day, largely due to challenges in
the reliability of the mining and upgrading operation and
the disruption in operations in Q1 2008

Syncrude's owners reached an agreement with the
Alberta government on new Crown royalty transition
terms, and elected to convert to a bitumen-based royalty
A fatality occurred at the Syncrude site. Syncrude’s
total recordable injury rate in 2008 was 0.58 for every
200,000 hours worked, compared with a rate of 0.70
recorded in 2007

L

*®

Syncrude’s owners approved procesding with scoping
engineering work for the Stage 3 debottieneck and
subsequent expansion stages

Continued to better define the resource estimates on
Syncrude’s leases, particularly the Aurora South leases
Evaluated opportunities to acquire additional oif sands
interasts, but did not identify an opportunity worth pursuing

®

&

Syncrude received the first reclamation certificate awarded
in the oil sands industry by the Alberta govarnment

A delay in deploying Syncrude's waterfow! deterrent
system foilowing a late winter storm resulted in the death
of waterfow! at the Aurora settling basin

Joined other ol sands developers 1o begin a dialogue with
the public on the development of Canada’s oil sands; for
more information, visit www.canadasoilsands.ca
Syncrude made a total sconomic contribution to Canada
of $6.4 billion {reflects operating and capital investment,
Crown royalties and other charges, and taxes)




Preserve liquidity and financial flexibility under current
difficult economic conditions

Maintain prudent financial leverage in the context of cash
from operating activities, capital requirements and
quarterly distributions

Refinance $500 million of maturing bonds in the debt capital
markets or through our $840 million of credit facilities
Achieve a return on average productive capital employed
of 6%

Reinstate Premium Distribution, Distribution Re-Investment
and Optional Unit Purchase Plan (DRIP) to preserve
balanice sheet equity and provide investors with options
to manage their distributions

* Increase net debt to $1.6 billion to set an efficient
capital structure beyond 2011, if prudent in light of
market conditions

* Establish the best structure for Canadian Oil Sands’
investors post 2010, which at this time appears to
be conversion to a corporation

®

Complete a turnaround of Coker 8-3, including
implementing modifications to reduce coke build-up
within the vessel

Complete turnarounds on the LC-Finer and Vacuum
Distillation Unit

Increase bitumen supply by accelerating overburden
removal and improving reliability of the mining and
extraction processes

Continue to focus on worker safety with more emphasis
on hazard recognition

* Establish sustained design capacity rates of 350,000
barrels per day

* Relocate mining trains

» Examine if there is a solution to recover ammonia produced
on-site in the operation of our flue gas desulphurizer

Proceed with the design and scoping engineering
work for Syncrude’s future expansion phases
Evaluate opportunities that may arise to purchase
additional interests in the Syncrude Project or other
oil sands assels

s Expand bitumen production capacity through
construction of more robust mining train systems as
part of mining train relocations

¢ Establish timing and cost estimates for the Stage 3
debottleneck and subsequent expansion phases to
proceed to project sanctioning by Syncrude owners

-

-

Respond to provincial and federal charges resulting from
the death of waterfowl at the Aurora settling basin in 2008,
and improve waterfow! deterrent mechanisms

Continue to foster a more balanced discussion with the
public on Canada’s oil sands and identify ways to
improve performance towards sustainabile development
Continue to invest at the Syncrude level to support
projects and organizations focused on enhancing the
quality of life in local communities

Spend $409 million ($150 million net to the Trust) on the
Syncrude Emissions Reduction project

Explore the viability of developing a large scale carbon
capture and storage system through participation in the
Integrated CO, Network {ICON)

+ Collaborate with other oil sands producers to develop
new technologies to improve the effectiveness of
tailings systems

Construct a pilot project for new tailings management
technology

Complete the Syncrude Emissions Reduction (SER)
project, which should lead to a 80% reduction in sulphur
dioxide emissions from 2008 approved levels

Implement further measures to reduce energy intensity,
thereby reducing operating costs and carbon dioxide
emissions

Explore new technologies and better practices to reduce
our impact on the environment
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Reserves and Resources Table |

stimate

Pros peciz’ve resources - best astimate

i rou.,;h i
e Project,

SIGNIFICANT GROWTH POTENTIAL Svyncrude’s
reserve base could support production of rmore than
500,000 barrels per day for decades. The design of
the next two stages of expansion has already begun
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CONTRIBUTIONS TO CANADA'S ECONOMY

5,277 Syncrude @mp%ovces 89% ratention rate
2008

$10 billion paid in government royalties and taxes
since start-up in 1978, $1.6 hillion In 2008 alons

327 bittion spent on goods and services in 2008,
38% was sourced inCanada

$1.2 billion spent with companies owned by First
Nations, Metis or other Abatiginal communities
over the past 15 years, Syncride is one of the
iargest employers of Aboriginal people in Canada
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Environmental Sustainability

Sustainable development is critical to the long-term success of the Syncrude Project. Throughout its 30-year
history, Syncrude’s commitment to sustainability is evident in its investment of time and resources o minimize
environmental impacts. Operating under some of the most stringent environmental laws in the world, Syncrude
devotes more than $40 million annually towards the development of new technologies and more efficient
processes. Syncrude is continuing to explore new ways to reduce impacts on land, water and air. More details
about Syncrude’s activities can be found in its Sustainability Report, available at www.syncrude.com. For more
information on the oil sands industry, visit www.canadasoilsands.ca.

LAND

The total land available for mining bitumen covers about
3,400 square kilometers, or 0.1% of Canada’s boreal
forest. To date, about 500 square kilometers have been
disturbed during more than 40 years of oil sands mining.
Alberta laws require that disturbed land be reclaimed to
a sustainable landscape with productivity that is equal
or greater than which existed prior to development.
Development projects are not approved by regulators
without a comprehensive closure and reclamation plan
that details the final land use, much of which will include
a self-sustaining boreal forest capable of supporting
native vegetation and wildlife. Producers must set aside
funds to pay for this redevelopment.

The laws also include the reclamation of tailings ponds.
Tailings are a mixture of water, clay, sand and residual
biturmen produced through the oil sands extraction
process. Tailings are stored in large settling basins (or
ponds}. The ponds enable the recycle of water back into
plant processes and are an active part of the operation.

In 2009, Alberta introduced new reguirements that
will challenge the oil sands mining industry to reduce
tailings and accelerate their reclamation. The indusiry
is exploring methods to improve the effectiveness

of tailings systems in order to comply with these

new requirements.

PARTNERS IN SUSTAINABILITY

Syncrude is a platinum level participant in
the Stewardship initiative of the Canadian
ssociation of Petroleum Producers; this
designation certifies that our SHE
management systems and performance
are audited by independent third parties.

Syncrude is a participant in the Towards
Sustainabie Mining (TSM) initiative of the
Mining Association of Canada, which is a
strategy for improving the sustainability
performance of Canada’s mining industry.

SYNCRUDE - INDUSTRY LEADER IN RECLAMATION
A eritical component of Syncrude’s operation is the
reclamation of areas disturbed by mining. To date, about
22% of disturbed land has been reclaimed and five million
frees and shrubs planted. Syncrude leads the industry with
miore than 4,500 hectares reclaimed. In 2008, Syncrude’s
Gateway Hill was the first reclaimed area in the oil sands to
recejve official certification from the £ berta government.

Syncrude is actively researching new :echnologies to
incorporate tallings materials into reciaimed landscapes,
with the implementation of two methods currently
underway. The first'is water capping of mature fine

tails to form a fresh-water lake; 20-years of research
indicates that this method is conducive 16 establishing
and supporting a healthy aquatic ecosystem Tailings
materials are now being deposited and the fresh water
layer will be added in 2012, The second involves creating
a dry landscape by depositing alayer of capping.sand .

- over a foundation of composite tailings. Soil capping and
planting is'expected to occur from 2010 to 2015, Itis

. envisioned: that thlS area will evolve into one similar to its
pre—dlsturbance state = a mixture of mdugenous aspen,
and white spruce forests; grassland and marshy wetlands.

Syncrude is a member of Canadian
Business for Social Responsibility
{CBSR), a business-led, non-profit
Corporate Social Responsibility
consultancy and peer-to-peer
learning organization, CBSR provides
its members with candid counsel and
customized advisory services 1o
improve their social, environmental
and financial performance.

. CANADIAN
BUSINESS

FOR 30818%
RESPOASIMUTY

Syncrude is accredited at the Gold

Level in the Progressive Aboriginal
Relations (PAR) Program of the Canadian
Counci for Aboriginal Business. PAR
measures corporate performance in
Aboriginal employment, business
development, capacity development

and community relations.

Syncrude is a participant i

Integrated CO; Network, or iICON,
which is exploring the viability of large
scale carbon capture, transportation
and storage for a cross-section of
-Canadian industry.




WATER

Major strides have been made by the oil sands
industry to reduce fresh water consumption and the
research is continuing. Alberta Environment regulates
the amount of water that industries can use.

Total Water Allocation in Alberta
{includes surface and groundwater}

Combined Agriculture Municipal 11.2%

45.5%

Oil & Gas Industry
7.2%

Other 5.2%

Commercial 31.0%

Source: Alberta Environment, 200:

New technologies for managing water use are being
pursued by the Centre of Oil Sands Innovation (COSI),
founded by Imperial Oil in parinership with the
University of Alberta and Alberta Ingenuity, with
funding from public and private groups. One area
being investigated is an extraction process for oil
sands mining that would significantly reduce fresh
water use and could result in the production of dry or
“stackable” tailings, which potentially could eliminate
the need for large tailings ponds.

The oif and gas industry’s allocation of licensed water, including the oil
sands, is just over 7% of the Alberta t¢ yoically, only one-third of
that allocation is used by the ol and gas industry.

The Athabasca River is the largest river flowing through
the oil sands region and is the primary source of fresh
water for operations. Strict limits for water withdrawals
are set by the Alberta government based on fluctuating
levels of the river. During low flow winter months,
federal and provincial government authorities
impilement restrictions that are revisited weekly.

Less than 3% of the average annual flow of the
Athabasca River can be withdrawn by existing and
approved oil sands projects; the industry typically
uses less than 1% of the river’s average annual flow,
if all mining projects currently planned go forward,
that figure is projected to grow 10 2%. Even with the
anticipated growth in oil sands activity, the Athabasca
River basin is expected to remain one of the least
used in Alberta.

WATER MONITORING & RESEARCH The Regicnal
Aguatics Monitoring Program is a multi-stakeholder
group that assesses and responds to potential effects
of oil sands development on rivers and lakes in the
region, It is one of the largest programs in the world in
terms of chemical, biclogical and geographic scope.
Monitoring by this group of the upstream and
downstream water quality, as well as fish species and
habitat, has not detected any significant changes in
the Athabasca River or other water bodies.
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Greenhouse gas {GHG) emissions are a global issue and
reducing the emissions associated with hydrocarbon
production and consumption is crucial. Carben dioxide
{COy) is a major greenhouse gas. Efforts are focused on
improving energy efficiency to reduce these emissions
on a per barrel of production basis. This is known as
reducing emissions “intensity”. CO, intensity for the oil
sands industry has fallen by 27% si